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CONFIDENTIAL CAIRO 0973 

E.O. 11652: GDS 
TAGS: EFIN, EGEN, EG 

SUB J : STATE BUDGET FOR 1977 - A BITTER PILL IS SWALLOWED 
REF: (A) CAIRO 871, NOTAL (B) ALEXANDRIA 055 NOTAL 

1 . DRAFT 1977 BUDGET, PRESENTED TO PEOPLES ASSEMBLY ON 
JANUARY 17, IS MAJOR NEWS ITEM IN ALL MEDIA. WHILE BUDGET 
COVERS FULL RANGE OF GOE ACTIVITIES, PRIMARY ATTENTION- 
GETTERS ARE MEASURES DESIGNED TO DEAL WITH GROWING ECONOMIC 
PROBLEMS: CUTS IN SEVERAL SUBSIDIES, INCREASES IN DUTIES 

AND TAXES ON VARIOUS CONSUMER GOODS. BOTH DEP PM KAYSOUNI 
AND MINFIN HAMID (LATTER MADE DETAILED PRESENTATION TO BE 
COVERED IN SEPTEL) STRESSED TO ASSEMBLY NECESSITY OF TAKING 
DIFFICULT STEPS NOW, SINCE DELAY WILL MAKE SITUATION WORSE 
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AND LESS AMENABLE TO CORRECTION. 

2. IMPACT OF BUDGET WILL BE INCREASCCES FOR MANY 
COMMODITIES AND WILL EVIDENTLY AFFECT UNRATIONED SUGAR 
AND TEA, MEAT, ETC. A NUMBER OF PRICES HAVE IN FACT ALREADY 
BEEN RAISED AS RESULT OF MINISTERIAL DECREES, PETROL AND 
BUTAGAS FOR EXAMPLE, AND WE ARE ADVISED THAT OTHERS MAY 
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ALSO MOVE UPWARD IN NEAR FUTURE AND ON SOME BASIS. 

3. BUDGET IS RELATIVELY HARSH AND DIRECT, IN CONTRAST 

TO SUGAR-COATED VERSION THAT HAS COME OUT IN EARLIER YEARS, 
AND MAKES LITTLE ATTEMPT TO CONCEAL WHAT GOE IS ABOUT. 
(CERTAIN AMOUNT OF NUMBER JUGGLING AND SLEIGHT OF 
HAND STATISTICAL SMEARING IS EVIDENT IN NUMBERS PRESENTED 
IN PRESS AS MIGHT BE EXPECTED, BUT IS NOT OF CRITICAL 
IMPORTANCE IN OVERALL CONTEXT). PROVISIONS ARE MADE 
FOR INCREASES IN SALARIES AND COL ALLOWANCES. BUT THESE 
ARE NOT ATTRACTING AS MUCH ATTENTION AS THE STEPS THEY 
ARE DESIGNED TO OFFSET. 

4. COMMENT. OUR PRELIMINARY ESTIMATE IS THAT BUDGET 
WHICH IS FAR MORE REALISTIC AND COURAGEOUS THAN ANY OF 
ITS PREDIECSSORS. IS A SERIOUS ATTEMPT BY GOE TO FACE 

UP TO ITS PROBLEMS.. IT HAS APPROVAL OF CABINET, AND 
THEREFORE PM AND PRESIDENT, AND APPEARS TO REPRESENT A 
MAJOR EFFORT BY KAYSOUNI AND HIS TF.F.AM TO PUT THE ECONOMY 
ON PROPER PATH. IT ALSO REPRESENTS A VERY UNPOPULAR STEP 
(REPORTS OF DEMONSTRATIONS OPPOSING MEASURE IN CAIRO 
AND ALEXANDRIA ALREADY COMING IN, REF B) AND MAY PROVE 
DIFFICULT TO SELL, PARTICULARLY SINCE THERE HAS NOT 
BEEN VERY MUCH DONE TO PREPARE THE POPULACE FOR THE 
COLD DOUCHE OF AUSTERITY. 

MATTHEWS 
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